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Itﾠ hasﾠ beenﾠ documentedﾠ thatﾠ aﾠ momentumﾠ investmentﾠ strategyﾠ basedﾠ onﾠ



















intermediateﾠ investmentﾠ horizonﾠ ofﾠ threeﾠ toﾠ twelveﾠ months,ﾠ aﾠ momentumﾠ
investmentﾠ strategy,ﾠ definedﾠ asﾠ buyingﾠ stocksﾠ whoseﾠ immediateﾠ pastﾠ













Australiaﾠ byﾠ examiningﾠ theﾠ returnsﾠ ofﾠ theﾠ largestﾠ 200ﾠ stocksﾠ byﾠ marketﾠ
capitalizationﾠlistedﾠonﾠtheﾠAustralianﾠStockﾠExchangeﾠ(ASX)ﾠforﾠtheﾠperiodﾠ
Decemberﾠ1973ﾠtoﾠDecemberﾠ1998.ﾠTheﾠevidenceﾠinﾠfavourﾠofﾠmomentumﾠinﾠanﾠ
Australianﾠ contextﾠ isﾠ furtherﾠ strengthenedﾠ byﾠ theﾠ favourableﾠ momentumﾠ
resultsﾠ reportedﾠ byﾠ Demir,ﾠ Muthuswamyﾠ andﾠ Walterﾠ (2004)ﾠ forﾠ theﾠ periodﾠ
1990ﾠtoﾠ2001ﾠandﾠMarshallﾠandﾠCahanﾠ(2005)ﾠforﾠtheﾠperiodﾠ1990ﾠtoﾠ2003.ﾠ
ThisﾠpaperﾠrevisitsﾠtheﾠresultsﾠreportedﾠbyﾠHPﾠtoﾠtestﾠtheﾠrobustnessﾠofﾠtheirﾠ
conclusions.ﾠ Theﾠ motivationﾠ forﾠ thisﾠ endeavourﾠ stemsﾠ mainlyﾠ fromﾠ theﾠ
argumentﾠ ofﾠ Sullivan,ﾠ Timmermannﾠ andﾠ Whiteﾠ (1999)ﾠ whoﾠ pointﾠ outﾠ thatﾠ
data-snoopingﾠisﾠaﾠmajorﾠfactorﾠencounteredﾠyetﾠoverlookedﾠinﾠaﾠlargeﾠbodyﾠofﾠ





theﾠ sampleﾠ onﾠ whichﾠ theﾠ analysisﾠ isﾠ conductedﾠ nowﾠ coversﾠ theﾠ periodﾠ
Decemberﾠ1973ﾠtoﾠDecemberﾠ2004.ﾠTheﾠperiodﾠ1998ﾠtoﾠ2004ﾠincludesﾠaﾠperiodﾠ
ofﾠstrongﾠgrowthﾠinﾠstocksﾠworldwideﾠandﾠalsoﾠaﾠperiodﾠofﾠturbulenceﾠknownﾠasﾠ




hamperedﾠ byﾠ lowﾠ liquidity.ﾠ Ratherﾠ thanﾠ assumingﾠ thatﾠ liquidityﾠ correlatesﾠ
stronglyﾠwithﾠsize,ﾠtheﾠapproachﾠadoptedﾠhereﾠisﾠaimedﾠmoreﾠdirectlyﾠatﾠtheﾠ
liquidityﾠ problem.ﾠ Specifically,ﾠ theﾠ empiricalﾠ analysisﾠ isﾠ conductedﾠ onﾠ theﾠ





liquidityﾠ conditionsﾠ usedﾠ inﾠ theirﾠ construction.ﾠ Inﾠ Sectionﾠ 4ﾠ theﾠ resultsﾠ
obtainedﾠ fromﾠ implementingﾠ aﾠ momentumﾠ investmentﾠ strategyﾠ withﾠ
Australianﾠ stocksﾠ areﾠ presented.ﾠ Conclusionsﾠ andﾠ suggestionsﾠ forﾠ furtherﾠ
researchﾠareﾠcontainedﾠinﾠSectionﾠ5.ﾠ
2.ﾠDATAﾠ













































holdingﾠ theﾠ portfolioﾠ forﾠ oneﾠ monthﾠ areﾠ computedﾠ forﾠ periodsﾠ {t+1,ﾠ
t+2,ﾠ...,ﾠt+36}.ﾠ
5.ﾠ Repeatﾠstepsﾠ1ﾠtoﾠ4ﾠforﾠeveryﾠtimeﾠperiod.ﾠ
Inﾠ orderﾠ toﾠ qualifyﾠ forﾠ sortingﾠ intoﾠ momentumﾠ portfoliosﾠ inﾠ stepﾠ 1ﾠ above,ﾠ











stockﾠ isﾠ notﾠ tradedﾠ andﾠ henceﾠ noﾠ priceﾠ recordﾠ exists.ﾠ HPﾠ consideredﾠ threeﾠ
differentﾠwaysﾠofﾠdealingﾠwithﾠmissingﾠdata:ﾠtheﾠunconditionalﾠmeanﾠapproach,ﾠ
whereﾠ missingﾠ valuesﾠ wereﾠ replacedﾠ byﾠ theﾠ sampleﾠ mean;ﾠ theﾠ regressionﾠ
approach,ﾠ inﾠ whichﾠ aﾠ factorﾠ modelﾠ wasﾠ estimatedﾠ andﾠ usedﾠ toﾠ produceﾠ
estimatesﾠ ofﾠ missingﾠ returns;ﾠ andﾠ theﾠ simpleﾠ approach,ﾠ whereﾠ anyﾠ missing6ﾠ














forﾠ stockﾠ exitsﾠ andﾠ itﾠ becameﾠ apparentﾠ duringﾠ theﾠ courseﾠ ofﾠ theﾠ currentﾠ

























significantﾠ evidenceﾠ foundﾠ forﾠ theﾠ existenceﾠ ofﾠ short-ﾠ toﾠ medium-termﾠ
momentumﾠ inﾠ Australianﾠ stocks.ﾠ Specifically,ﾠ HPﾠ foundﾠ thatﾠ momentumﾠ













(suchﾠ asﾠ short-sellingﾠ restrictions).ﾠ Onﾠ theﾠ otherﾠ hand,ﾠ theﾠ timeﾠ profileﾠ ofﾠ








stocks.ﾠ Thisﾠ patternﾠ isﾠ alsoﾠ evidentﾠ inﾠ theﾠ earlierﾠ sample,ﾠ butﾠ itﾠ isﾠ muchﾠ
strongerﾠinﾠtheﾠearlyﾠ2000s.ﾠItﾠappearsﾠthereforeﾠthatﾠtheﾠresultsﾠareﾠbroadlyﾠ
comparableﾠtoﾠthoseﾠobtainedﾠbyﾠHPﾠwithﾠtheﾠsmallerﾠsample.ﾠAﾠuniversalﾠ
featureﾠ ofﾠ theﾠ dataﾠ isﾠ thatﾠ acrossﾠ allﾠ theﾠ sub-samplesﾠ consideredﾠ isﾠ thatﾠ
momentumﾠappearsﾠstrongestﾠ(especiallyﾠinﾠtheﾠfirstﾠ6ﾠmonthsﾠpostﾠportfolioﾠ
formation)ﾠinﾠtheﾠstocksﾠrankedﾠbetweenﾠ200ﾠandﾠ500.ﾠThisﾠisﾠaﾠnewﾠresult,ﾠ













































































































































































Figureﾠ 4ﾠ demonstratesﾠ thatﾠ theﾠ strategyﾠ ofﾠ buyingﾠ winnersﾠ onlyﾠ stillﾠ
outperformsﾠtheﾠrelevantﾠbenchmark,ﾠprovingﾠtheﾠcontentionﾠmadeﾠearlierﾠthatﾠ
theﾠpatternﾠofﾠmomentumﾠprofitsﾠisﾠsplitﾠevenlyﾠbetweenﾠwinningﾠandﾠloosingﾠ

























































patternﾠ isﾠ consistentﾠ withﾠ theﾠ conjectureﾠ thatﾠ thereﾠ isﾠ notﾠ aﾠ simpleﾠ





















































































































































































































































Winners‐ Losers  24 per. Mov. Avg. (Winners‐ Losers)14ﾠ
5.ﾠCONCLUSIONﾠ





rankﾠ isﾠ belowﾠ 200).ﾠ Furthermore,ﾠ theﾠ strengthﾠ ofﾠ theﾠ momentumﾠ effectﾠ






theﾠ statisticalﾠ significanceﾠ ofﾠ theﾠ entireﾠ patternﾠ ofﾠ momentumﾠ profitsﾠ inﾠ
Australia.15ﾠ
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